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Where Do War-Time Aviation Company Earnings Go?—Page 8 
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} i last month’s issue, THe ExcH ance 
published a compilation of earnings 
for 1943 of 22 corporations listed on the 
New York Stock Exchange, along with 
a record of the way this aggregate re- 
ported income was divided among taxes, 
There- 
upon J. J. Hipple, statistician for a Stock 


expenses, dividends and so on. 


Exchange member firm, worked out 
forward-looking deductions based upon 
Tue Excuance figures. As a contribu- 
tion to current comment of interest to 
investors and traders for capital gains in 
listed stocks, Mr. Hipple’s views are here 
reproduced: 

‘The most important findings were, 
in our opinion, that taxes absorbed 14.4 
per cent of every dollar of gross income 
and were 160.8 per cent greater than net 
available for dividends. To put it in a 
somewhat different manner, taxes took 
$14.22 a share of common stock while 
net income available for the common 
shares was $808,000,000 or about $5.59 a 


share of the total companies included. 
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While the tax gatherers collected $14.22 
a share, the stockholders received $3.27 a 
share in dividends, or approximately 58 
per cent of the total amount left after 
taxes, 


¥ Pt * 


“It must be realized, of course, that 


the peace-time volume of business of 
these 22 corporations will probably not 
reach the $14,632,000,000 mark of 1943, 
and it must also be remembered that the 
percentage of net to gross was artificially 
small last year. Based upon anticipated 
national income in the post-war years, it 
is probable that these same companies, 
which represent a thorough cross-section 
of American industry, would have a 
gross income of ecqegmne $11,200,- 
000,000 or about 23 


in 1943. 


3 per cent lower than 


* *& * 

“The margin of profit before taxes in 
1943 was nearly 20.0 per cent and after 
taxes about 5.5 per cent. Applying the 
same profit ratio before taxes to the esti- 


mate of post-war gross income, there 


would be available for taxes and the 
stockholders about $2,240,000,000. 
“What happens to taxes is probably 
the most important single determinant 
of post-war earnings. It is pretty gener- 
ally conceded that taxes in the post-war 
era will be about 50 per cent of net. 
“In this instance then, about $1,120,- 
000,000 would go to the tax collectors, 
leaving a similar amount to the stock- 
Thus, 


tion in taxes of about 50 per cent, there 


holders. with an over-all reduc- 
would be available for these stockholders 
about 38.6 per cent more net than they 
1943. And, 
hypothesis through to the end, the § 


received in to follow the 


ae 
3.27 


a share received in dividends last year 


would be increased to about $4.37 a 
share. 
“Now, the foregoing has been figured 


without any concession to the very slim 


goc ve 


profit margins now in force. A 
average in pre-war years was between 25 
per cent and 30 per cent before taxes. 
Consumer demand will probably be 
high enough to support prices at levels 
which would return an operating profit 
of at least 25 per cent. On that basis, 
then, net after taxes would be in the 
vicinity of $1,400,000,000, earnings per 
share about $9.45, and dividends ap- 
proximately equal to $5.47 a share as 
compared with the $3.27 a share dis- 
tributed in 1943. 

“It is admitted that these figures are 
very general for there are some points 
that would slightly alter the picture. 
But these points have such slight bear- 
ing upon the broad implications con- 
tained in the study that they may be dis 
missed as having compensating offsets 
in other matters likewise not included. 
What is more important to investors is 
that if taxes are reduced from the pres- 
ent burdensome levels, then there is 
strong reason to expect higher corporate 
earnings, increased dividends and better 
market values for shares, despite a prob- 
able decline of sizable proportions in the 


total volume of business achieved.” 
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In the Interest of a Rugged Post-War Economy 


By M. R. BATY * Chicago 








B ANK depositors consider their de- 
posits in a bank as cash. The small 
depositor speaks of his deposit as cash. 
The large American corporations in 
their annual reports indicate cash of mil- 
lions, and everyone knows that a large 
portion of that cash consists of deposits 
in a bank or banks, depending on the 
size of the corporation, Bank depositors 
in the main fail to realize and consider 
that money in the bank is money loaned 
to the bank and by the bank put to 
work. Few bankers, all too few, consider 
their deposits as borrowings from their 
depositors. 

The borrowings (deposits) of the 
average bank are classified into two 
general groups: commercial deposits and 
time deposits. Those borrowings labeled 
“time deposits” may be savings deposits 
or certificates of deposit, again using two 
general classifications. Deposits in the 
latter group are represented by certifi- 
cates of deposit having a definite matur- 
ity date in the future, possibly go days; 
in most cases 6 months, and in some 
cases a year or longer. Banks that are 
Federal Deposit Insurance Corporation 
members, State and national, are re- 
stricted by regulation from paying time 


certificates of deposit in advance of 


maturity. Time certificates of deposit 
are, therefore, truly time deposits, pay- 


able at some definite future date. 


As To Savings 
Savings deposits are represented by 
savings passbooks in which the custom- 
er’s deposits and withdrawals are en- 


tered. In the contract signed by the de- 


positor at the time the savings deposit 


account is opened is a provision allowing 


the bank to require a notice from the 
depositor before withdrawals can be 
made. The time, in most instances, re 
quired for notice is 30 days. 

This requirement of notice is not en- 
forced under ordinary conditions; in 


fact, notice is required only under the 








A Blunt Approach To Sources Of Needed Venture Capital 


The accompanying article constitutes an aggressive challenge to 
long-established taboos concerning savings and the investment of 
savings. The author, a former banker, National Bank Examiner and 
Supervising Examiner for the Federal Deposit Insurance Corpora- 
tion, and now a partner in a New York Stock Exchange firm, recog- 
nizes certain modern developments which have thrown light on 
“saving for a rainy day” from a new direction. He argues that old 
shibboleths no longer exert the force which they applied prior to 
the enactment of particular statutes of the 1930's, and he writes 
against a background which is being sketched recurrently by politi- 
cal leaders and economists. The picture emphasizes the part which 
venture capital is generally expected to play in the post-war 
reemployment of soldiers and sailors and the furtherance of active 
business in this country. THE EXCHANGE is glad to publish Mr. 
Baty’s discussion as a contribution to public thought in respect to 
the position of seasoned common stocks in the national economy. 














most unusual circumstances. Experience 
has taught bankers that to require notice 
on savings deposits, after years of non 
notice, ofttimes forecasts the end of the 
bank’s existence. It is true that banks 
have placed their SAVINYS depositors on 
notice and continued to do business, but 
in many more instances such action is a 
precursor of the closing of the bank. 
Under certain conditions, savings de 
posits are volatile and become added fuel 
to a conflagration that the banking in 
dustry, in part or in whole, may be try- 
ing to extinguish. 

Savings deposits in average banks of 
our nation are looked upon as an um- 
brella by a multitude of savers, to use 
only on the rainy day about which they 
are being continually reminded. Unfor- 
tunately, American banking history in- 
dicates that when the public has needed 
its umbrella, it all too often was not 
there in days before modern protective 
measures were devised. This is a broad 
statement that can be modified ever so 
many ways, making the conclusion not 
so pointed or even more pointed, de- 
pending upon who is making the modi- 
fication and for what purpose. However, 
there is sufhcient definiteness in the con- 
clusion to warrant some specific inquiry 
into just what funds actually go into 
savings accounts, why those funds are 
deposited in savings accounts, and what 
a logical suggestion might be for treat- 
ing of savers’ money in the future. How, 
in many instances, they have been 
treated in the past is history, not a part 


of this discussion. 


Precisely Defined 


For Federal Deposit Insurance Cor- 
poration member banks, the definition 
of what constitutes a savings deposit is 
found in Regulation “Q” of the Federal 
Reserve Board which was authorized by 
Congress in the Banking Acts of 1933 
and 1935 to define the term “savings 
deposits.” The Federal Reserve Board 


has ruled that savings deposits, generally 


speaking and without excluding other 
classes of deposits, consist of funds in rel- 
atively small amounts which are being 
or have been accumulated by persons of 
limited financial means. The regulation 
and its interpretations indicate that, 
among other purposes, funds accumu- 
lated for old age, unforeseen contingen- 
cies and anticipated obligations falling 
due within a reasonable time, may be 
construed as savings deposits. 

This ruling makes it not too difficult 
to determine what type of funds should 
be going into a bank’s savings deposits. 
As long as the purposes of the deposits 
come within the general framework out- 
lined above, and the funds so deposited 
are administered along authorized and 
sound banking practices, no difficulties 
are presented. Under present conditions 
are the deposits actually made within the 


framework? 


Supplemental Protection 


Health insurance, accident insurance, 
hospitalization plans, etc., provide a 
large part of the public who deposit 
funds in savings accounts with protec- 
tion against health emergencies. 

Life insurance protects against the 
emergencies of death. 

Vacation and insurance savings clubs 
protect against those foreseeable future 
payments. 

Modern mortgages payable on a 
monthly basis provide not only for inter- 
est on the obligation and principal pay- 
ments; they also provide monthly pay- 
ments for taxes and insurance. 

Pension plans, private and public, pro- 
vide for old age. 

Funds for current expenses are gen- 
erally found in the many types of “no 
balance” commercial accounts main- 
tained by most progressive banks today; 
or if we look at the total volume of cur- 
rency in circulation now, those current- 
expense funds appear to be in our pock 
ets as currency. 


The further the subject ts explored, 


the more lucid becomes the thought that 
the purposes of savings deposits are fil 
filled to any important degree by othe: 
vehicles. 

The student begins to wonder if a 
segment of the total of savings deposits 
is not something entirely apart and dit 
ferent from thrift accounts. 

Savings deposits in the banks of 
America probably represent, to some ex 
tent, venture capital—venture capital in 
every sense but direction. Precisely out 
lined here are some of the ways saving 
is now accomplished for specific pur 
poses, making unnecessary many savings 
accounts. The rate of interest paid on 
savings deposits today surely is no at 
traction for the saver. 

In the past, the rate of interest paid 
has in many instances competed directly 
with the rate of return on venture capi- 
tal. The fallacy of that banking practice 
was exemplified by the hundreds of 
banks which closed throughout the na- 
tion during the early 1930’s. That com- 
petition of the past is responsible for 
today’s limitation on the amount of in- 
terest that can be paid by Federal De- 
posit Insurance Corporation member 
banks. 


Saving Employees 


A study of a cross-section of savings 
depositors in an average bank will reveal 
that many of the savers are employees of 
nationally known American concerns 
which have been their employers for 
many years; concerns whose wages have 
made possible a scale of living higher 
than exists in any other nation in the 
world; wages that have made possible 
the buying of homes, the putting of chil- 
dren through school—not just through 
grade school or high school but, in eve 
growing instances, through colleges and 
universities; wages that have made all of 
these things possible and still left some 
thing over for savings. 

These savers are appreciative of the 


(continued on page 5) 














WHO BUYS 

















By L. 0. HOOPER 


ROM 10 to 3 o'clock each business 

day, the New York Stock Ex- 
change conducts the world’s biggest 
auction market. Each day tens of thou- 
sands of people buy and sell tens of 
millions of dollars worth of securities. 
Their transactions, like transactions in 
real estate, cattle or second-hand auto- 
mobiles, are motivated by all kinds of 
reasons, reasoning and emotion. 

Not many people, even those in the 
financial district itself, are aware of the 
vastness of the stock market which cen- 
ters in the building at 11 Wall Street. 
Because no accurate census has ever 
been taken, even on a sampling basis, 
and because so many people own shares 
or bonds in many different corpora- 
tions, creating a problem of eliminating 
duplications in any count, only esti- 
mates may be made regarding the num- 
ber of stockholders and bondholders in 
the United States. 


How Many Own Stocks? 


One study, which I think is too con- 


estimates 6,000,000 or 7,- 


000,000. Back in 1934, I discovered that 


servative, 


225 corporations (most of them larger 
ones) had 10,275,000 stockholders of 
record; but I made no effort to elim- 
inate duplications, cases where one 
large investor might own as many as 
225 
It may be estimated that there are at 


10, 20 or even 100 of these issues. 
least ten times as many widely-owned 
corporations as this study covered; and 
I would guess that, even allowing for 
the fact that the 225 corporations were 


the “big ones,” the additional stock- 





WHO SELLS 

























































































































holders in the United States, who had 
no ownership in any one of these, 
would absorb the duplications. In other 
words, I think there are 10 to 12 million 
stockholders, eliminating all duplica- 
tions, in the publicly-owned corpora- 
tions of the United States. I would esti- 
mate, in addition, that at least 10,000,000 
of these own a stock or a bond listed 
and regularly traded on the New York 
Stock Exchange. And I think this esti- 


mate leans toward the conservative side. 


How Many Trade in a Session? 


Of 


security holders do not trade every day. 


course these 10,000,000 or moré¢ 
Some of my investment accounts, rep- 
resented largely in common and _ pre- 
ferred stocks, trade only three or four 


times a year. Others, in an active mar- 





ket, may trade several times a week. 


Professionals and — semi-professionals 
may trade many times a day; but this 
type of trader, even in a boiling market, 
is much less numerous than 20 years 
ago or even 10 years ago. 

Every broker knows that the char- 
acter of the participation in the stock 
market for the past 15 years has trended 
toward investment motives, and away 
from in-and-out trading for capital 
gains. Indeed, the present capital gains 
tax laws, levying a 100 per cent larger 
tax on gains realized on securities held 
for less than six months, discourage 
wealthy people from accepting short- 


term profits. 


Size of Transaction 


An effort has been made to estimate 
the size of the average transaction. By 
sampling, it has been discovered that 
on a representative day the average 
round-lot transaction is about 150 shares 
and the average odd-lot is about 30 
shares. Eliminating member trading 
(including purchases and sales by odd- 
lot houses) and adding certain trans- 
actions like executed stop-orders (which 
do not appear on the tape), it has been 
computed that there would be roughly 
100,000 transactions in a 1,800,000-share 
sesssion. Assuming that each participant 
has an average of two trades, there 
would be 50,000 investors active in a 
1,800,000-share session. If you assume 
three trades per participant (possibly 
a more reasonable assumption) there 
would be about 33,000 investors active. 
Whether it is 33,000 or 50,000, it is the 


biggest auction market in the world. 


Even in a 200,000-share session, when 














the market is in the doldrums and most 
houses are losing money, not less than 
5.000 people are buying and_ selling 
stock. 

When asked why a stock is going up, 
a broker sometimes tells a client that 
there are “more buyers than. sellers.” 
This is a rather bad answer, because 
the reverse may be true. A few aggres- 
sive buyers may be making purchases 
from many sellers. Likewise, when a 
stock declines it usually is true that 
many buyers are absorbing stock from 
a few sellers. 

However, it has been literally true in 
a broad way that there have been more 
buyers than sellers for many months. 
The sellers have been owners of large 
blocks and the buyers have been pur 
chasers of relatively small lots. The 
supply of shares for the past 3 or 4 years 
has been one of the most interesting 
things in the market, and one of the 
things least written about and dis 


cussed. 


Not Many New Issues 


There has been little new financing, 
until recently, and most of the new 
financing now is in bonds and _ pre 
ferred stocks—a good deal of that for 
refunding purposes. The supply of new 
shares, newly created stock, still is 
hardly more than a trickle. Most of the 
time since 1936 and 1937, at least, the 
public has been buying “second-hand” 
stock. In so far as there has been a de 
mand for new equities, or freshly 
created venture money, it has not been 
supplied. So the buyer of equities, or 
common. stocks, has been forced into 
the “old issues” market. 

Who has supplied the shares? One 
important source IN 1G3Q9 and Ig4o, espe 
cially, was the liquidation of the Brit 
ish interest in American corporations. 
In order to supply the United King 
dom Government with funds to buy 
war supplies, British subjects were 


forced to sell their securities: American 





CUSHING 


— FIRST THINGS FIRST — 
Buy War Bonds 
and Put Them 
Away to Keep 





investors bought them. Then there was 
the period of “scared selling” inspired 


by dissatisfaction with current Amer- 


ican political and economic trends, 


later by the fall of France and German 


victories, and finally by Pearl Harbor 


and the disastrous events in the Far 


East which followed the beginning of 
the war with Japan. 
Sales By Estates 
All along, there has been selling of 


securities, especially by the estates of 
very wealthy people, to pay both in- 


heritance taxes and heavy income taxes. 


For years, the tax-exempt features of 
certain municipal and Federal bonds 
led to a flow from equities into tax- 
exempts. 

The operations of the world’s great- 
est auction market on the New York 
Stock Exchange have facilitated the 
revolution in corporate ownership 
caused by high taxes and the conse- 
quent necessity to break up large 
estates. Through the employment of 
the traditional regular auction machin- 
ery, by the use of the new special offer- 
ing system, and by means of secondary 
distribution arrangements, large invest- 
ors and estates have been able to find a 
ready market for securities which they 
elected to sell. Some of the investment 
trusts and other institutions, desiring 
like any other investor, to switch from 
one thing to another, also have found 


the specials and secondaries useful. 


Auction Market 


The trend away from more concen- 
trated to more distributed ownership 
has increased rather than restricted the 
efficiency of the auction markets. It 
tends to make more buyers and more 
sellers, a broader availability and a 
broader demand for securities. There 
has been a mild increase in the total 
number of stockholders, but a much 
wider increase in the number of in- 
dividual issues held by each investor. 
The ownership of large American cor- 
porations constantly is becoming more 
widely diffused. In the past 25 years we 
have moved far toward democracy in 
the ownership of the nation’s assets. No 
single agency has provided for this pur- 
pose more widely employed machinery 
than the New York Stock Exchange. 

The wider distribution of owner- 
ship, as time has gone on, has meant 
less frequent disturbance of holdings. 
Ownership of corporations, especially 
of the large successful ones, changes less 
frequently than when average holdings 


(continued on page 15) 
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Venture Capital 


HE 851 common stocks listed on 
the New York Stock Exchange 
include issues of corporations which 
have paid annual dividends consecu- 
tively for 70 years or longer; also in the 
roster are stocks upon which no divi- 
dends have ever been paid; some, ac- 
cording to the research of investment 
counsellors, are still far from acquiring 
v dividend status although they have 
been outstanding for many years. 
Thus, a wide choice of transactions 
exists among securities which represent 
venture capital at work. To the extent 
that long continued dividends create a 
standard of investment worth, certain 


common stocks are reckoned as high- 


MATTER OF CHOICE 


For Investment — 


grade by persons familiar with the char- 
acteristics of all equities. An outstand- 
ing element which experienced buyers 
of securities take into account 1s that 
common stock prices fluctuate, some- 
times widely, under influence of for- 


ward or reverse tides of business. 
Aim at Capital Gains 


Price fluctuations, of themselves, are 
capitalized by seasoned participants in 
the market who pay less attention to 
income derived from dividends than to 
growth of capital. As old as commerce, 
and commerce is old indeed, 1s the urge 
to buy “cheaply” and hold for an ex- 
pected rise of price. Transferred to the 








CUSHING 
securities market, a similar procedure 
urges traders for capital gains in com- 
mon stock to anticipate expected bust- 
ness improvement by ventures in the 
equities of their choice with the intent 
of making a substantial addition to their 


capital, 


The foregoing editorial explanation 
of the characteristics of equities, and of 
the aims of individuals who buy and 
sell, is commonplace obvious to 
seasoned investors and traders. The 
observations seemed to be called for, 
nevertheless, as part of a “companion 


piece” to M. R. Baty’s article on page 1 





In the Interest of a 
Rugged Economy 


(continued from page 2) 
advantages they have enjoyed under our 
American economy. They almost always 
are very proud of their employment by 
these nationally known concerns. These 
savers have a firm conviction that the 
American way is the only way, and they 
want to be a part of it to the fullest 
extent. Some of the employing concerns 
have plans for employee ownership of 
stock, many more do not. Employee 
participation in stock ownership is a de- 
batable question—not for discussion 
here. 

There is a wide ownership of United 
States Government obligations among 
savings depositors. They will continue 


to be buyers of those obligations, but 
those purchases are in general payroll 
deductions and have no material effect 


on the buyer's savings deposit balances. 


A Widening Interest 


That there is among this savings 
group an interest in American corpora- 
tion equities is disclosed by correspond- 
ence and direct inquiry of New York 
Stock Exchange member firms which 
have contacts among savings depositors. 
Those inquiries indicate investment in- 
terest in sound equities; seldom do the 
inquiries indicate speculative interest. It, 
therefore, is assumable, in order to get 
on with the discussion, that some por- 
tion of banks’ savings deposits 1s really 
venture capital not working as venture 


capital. Assuming this to be true, what 





is a reasonable suggestion for directing 
those funds into their proper channel ? 

Venture capital represents many de- 
grees of risk. The equity of a corpora 


tion with a distinguished earnings and 


dividend record of 70 years represents 
venture capital tested by time and gen 
erally with a great deal of risk elimi- 
nated. Equities in companies having a 
satisfactory earnings and dividend rec 
ord of a quarter or a half century contain 
less risk element, ordinarily, than 
equities in corporations that were started 
only a few months or a few years ago. 
Equity funds to start a new business 
next week or next month represent new 
venture capital with all of the degree ot 
risk attendant on any new business, a 
risk well-known to participants. 


(continued on page 6) 





in the current issue of THe ExcHaNceE. 


Mr. 


surplus earnings of individuals which 


Baty argues that considerable 
have gone conventionally into bank sav- 
ings accounts in past years could logi- 
cally be invested in selected, long-divi- 
stocks for a 


dend-paying common 


double purpose: first, to increase the 
supplies of venture capital which the 
American 


economy will require for 


post-war readjustment and enlarged 
employment; and, second, to provide 
the owners of such funds with incomes 
from a direct participation in the earn- 


ings of seasoned corporations. 


“Legal” Investments 


Under safeguards surrounding de- 
posits in savings accounts, such deposits 
normally are invested in bonds and real 
estate mortgages; investments in equi- 
ties are generally frowned upon by State 
authorities. Mr. Baty does not suggest 
that any 


part of individual savings 


which represent true thrift and the 
creation of a “rainy day” reserve be di- 
rected into equity investments. At the 
same time the common stocks which 
he considers as proper venture-money 
investments are limited to those of the 
best grade, of corporations which have 
proved over many years their ability to 
make money and be consistent dividend 
payers. 

What length of time constitutes an 
investment standard for dividend pay- 
ments? Ten years, 15 years or 20 years 
of annual distribution without interrup- 
tion? If any of these precise periods be 
taken as a criterion, the table seems at 
first glance to offer a rather restricted 
selection among the many listed issues. 
But further examination of the percen- 
tages supplies a different viewpoint. Of 
the 851 common stock issues on the 
Stock Exchange, 39.5 per cent have paid 
dividends consecutively for 10 years or 
longer or more than one-third of 
the total. More than one-fifth, compris- 
186 have maintained the 


ing issues, 


CONSECUTIVE ANNUAL 
DIVIDEND PAYERS 


No. of % of All 
Years No. of Listed 
Paid Issues Issues 
1 or more 687 81.3 
> aa Fr 512 60.6 
1 “ ; 334 39.5 
2 . 186 220 
30 “* 113 13.4 
40 * e ve 8.5 
sq * “5 35 4.] 
ao“ “ 24 2.8 
7 fs 12 1.4 


(Reference to the foregoing groups is illus- 
trative of the main theme of the article and is 
not intended to induce either purchases or sales 
of individual stocks. ) 


same record for 20 years or longer. 
When the investor’s sights are raised 
to 30 years, there are 113 separate com- 
mon stocks to investigate. For these 
intervals the 


varying tabulation is 


rounded off with payments made 

through 1943, but the record has been 

continued into this year in all cases. 
Rising into the rarefied atmosphere 


(continued on page 15) 


In the Interest of a 
Rugged Economy 


(continued from page 5) 
Too Much Risk 


It is not reasonable to suggest that 
savings depositors use their funds to 
establish a new, untried business. They 
may do that of their own choice, but 
under most conditions, no ethical 
banker or broker would suggest such 
use of a savings depositor’s funds. 

However, more sophisticated inves- 
tors might own large blocks of the equi- 
ties in corporations long-established and 
paying dividends regularly, but current 
yields on those tried issues are not at- 
tractive to those experienced individ- 
uals. They would like to take on added 
risks entailed in new enterprises in an- 
ticipation of the greater profits that 
could be visualized if things went well. 


Through America’s great auction mar- 


ket for securities, those blocks of securi- 
ties can be liquidated and the funds 
released for the new enterprises. If by 
intelligent direction many savings de- 
positors acquire those equities with 
some of their savings deposits, they ac- 
tually put their funds into the proper 
working channel—venture capital—and 
release like amounts of venture capital 
for new ventures. 

That is in keeping with the American 
economy; some venture their funds in 
new enterprises—some succeed, some 
fail; those who succeed augment their 
capital and are ready to move into new 
fields, as the more cautious and con- 
servative move into the partly tried 
fields. As the partly seasoned concerns 
become fully tested, investment venture 
capital moves in. It is in this last stage 
that many savings deposit balances 
should be employed for the welfare of 


our economy, our banks, and our savers, 


Venture Capital 


Money that augments savings de- 
posits is, without question, to some ex- 
tent—large or small—investment ven- 
ture capital. As such, it should be so 
employed. Employed as such it would 
be removed from the banks’ deposit 
structure where it is, under certain 
conditions, potentially dangerous under 
inflationary conditions. It is not the 
thought of this article that the savings 
deposits of the nation be subjected to 
a mass attack, the purpose to transfer 
them into any type of venture capital 
willy-nilly. No such manner or mode 
of the 1920's is considered or envisioned 
in making the suggestion. Rather, the 
thought and suggestion is that some of 
our savings deposit structure should, 
for the greater benefit of our whole 
economy, be transferred to investment 
venture capital commitments. 

How many banks and some member 
firms have started that movement was 
discussed in the April, 1944, issue of 
THe ExcHaANceE. 




















Stocks Seeking to Anticipate Business Events 
After Arrival of Peace? 


S (ARTING from the general prem- 
W ise that the fluctuations of common 
stock prices reflect the public’s antici- 
pation of business developments, near- 
by or further off, this summer's market 
tends to direct attention toward similar 
periods of the past. 

What have the years since 1930 
considering that year far enough back 
tc mark the distant border of modern 
markets produced in the way of 
broad price trends? Have intervals of 
advancing prices been counter-balanced 
to a degree by years of marked decline? 

The questions may be raised, and 
answered by the record, inasmuch as 
since 1930 thought and action applied 
to the American economy have been 
different from anything experienced 
previously in the nation’s history. Events 
and policies in both governmental and 
business circles have, at times, appeared 
tc weaken old concepts of free enter- 
prise. Controls have been applied to 
securities market processes which were 
unknown in years antecedent to the 


1920's. 
Kinds of Restraints 


In other words, restraints derived 
from economic occurrences or from 
statutes, have made venture capital, if 
not less venturesome, at least more de- 
liberate in its activities; at the same 
time, this very deliberateness and cau- 
tion, has encouraged closer study of 
both business and speculative phenom- 
ena. As a result, it is fair to hold that 
the employment of venture capital 
among existing securities is directed 
with more intelligence than was the 
case in the buoyant 1g20’s and in pre- 
ceding years. 


A conservative and deliberate  atti- 


tude toward common stocks did not, as 
the record of prices and volume of busi- 
ness in securities shows, spring up full- 
fledged in the 1930’s. There were re- 
current intervals of brisk speculation 
“for the rise” during the decade; and 
it was not until 1938 that trading tend- 
encies began to demonstrate widely the 
new forces which were shaping the 
market. 

Not only were these forces demon- 
strated in transactions “for the rise”; 


selling, too, reflected more deliberation. 
A Ceiling 
c 


Venture capital operations which 
worked to lift the average level of in- 
dustrial stock prices into the 180-195 
stratum as measured by Dow, Jones & 
Co. averages in 1936 and 1937, failed 
to penetrate the 160 figure from 1938 
into 1944 to date. True, war and high 
taxes added their complexities to risk- 
taking in these latter years, but 1938 
and 1939, even 1940, brought little ex- 
pectation among the American public 
that the United States would become 
directly involved in the world conflict. 
Study and deliberation were making 
their influences felt upon transactions 
for capital gains, based upon anticipa- 
tion of business improvement, long be- 
fore war became an influence and rising 
United Nation successes tended to give 
a realistic tinge to business expectations. 

From the 1944 low of 134.33 of Feb- 
ruary 7 (Dow, Jones & Co.), to the 
high of 150.50 of July 10, trading in 
large volume on the New York Stock 
Exchange saw an increase in the indus- 
trial average of a shade more than 12 
per cent. In contrast, in 1933, when the 
market forces, implements, and_ psy- 


chology of the 1920’s were still finding 


play, the averages advanced 116.6 per 
cent in approximately the same length 
of time ... from February 27 to July 13. 

Arguing that 1938 began to witness 
the full effect upon speculation which 
controls, caution, and economic thought 
of the earlier 1930’s gradually caused, it 
is interesting to trace some phases of 


the fluctuating tide of common. stock 


prices: 
1934 
A Year of Decline 
High, 110.74 Feb. 5 Change 
Low, 85.51 July 26 — 295 
1935 
A Year of Improvement 
High, 146.65 Nov. 20 
Low, 97.01 March 18 +-51.] 
1936 
A Year of Improvement 
High, 184.90 Nov. 17 
Low, 143.11 Jan. 6 +272 


1937 
A Year of Decline 
High, 194.40 March 10 
Low, 113.64 Nov. 24 —70.2 

The years 1936 and 1937 witnessed 
the final broad speculative surge of the 
1930's, and its succeeding retractive 
movement. Considering the full extent 
of the rise of that period, the figures 
show that beginning with the low of 
January 6, 1936, it continued until a 
peak was reached in March of the next 
year, the upswing of the industrial 
average was 36.5 per cent, to be suc- 
ceeded, in a considerably shorter inter- 
val, by a decline of nearly twice that 
percentage extent. 

The substantial improvement of 1933 
could be attributed to anticipation and 
partial realization, of business improve 
ment from an unusually depressed level 

. out of the depths of the Great De- 
pression. When, in the opinion of 
skilled analysts, common stock prices 
had outrun the actual extent of the 


(continued on page 10) 











HE principal contribution of the 
American aviation industry to 
United Nation might in the war is well 
known everywhere. The part being 
played by the bomber, fighter-bomber, 
super-bomber, pursuit, and transport 
aircraft on all the fighting fronts needs 
no embellishment in a financial report, 
such as this. But if the reader wants to 
review other vital aids which aviation 
is delivering day and night, study of 
the table on page 10 will do the trick. 

Seventeen companies with securities 
New York Stock Ex- 


change produced last year $5,031,702,000 


listed on the 


worth of equipment and flying services, 
notably for the military forces and em- 
ployed over all of the Continents, al- 
though their total assets were no more 
than $2,147,587,000! 

Here is a ratio of more than 2!5 to 1 
of actual production to the value of fa- 
cilities making the production possible. 
In the June issue of Tie Excuance a 
comparable study of 22 “mixed” cor- 
porations showed that, operating with 
$20,069,624,000 assets, these organiza- 
tions produced gross earnings of $14.- 
632,118,000 in 1943. The aviation group 
reveals a far more intensive employ 
ment of cash capital and machines, al- 


though there is a great difference be- 


tween the cash and property investment 


WHAT BECOMES OF WA 
OF AVIATION COMPANII 


Managements Plough Bulk of Profits Back into the Business 


in Process of Strengthening Working Capital Position for 


the Post-War 


| 
' 





requirements of a steel company, say, 
and the same items of a concern which 
fabricates the goods which a steel com- 
pany has to make from the ground up. 


Without 


aircraft industry's figures disclose the 


seeking comparisons, the 


results of tremendous — productivity. 





























From the reverse angle, it might be 
argued that the aviation industry, es- 
pecially the manufacturing side of it, is 
lightly armed with fixed and liquid as- 
sets with which to meet the commercial 
competitive conditions expected to in- 
troduce themselves into that field in the 
post-war. 

But productivity was only one item 
revealed by the results of last year’s ac- 
tivities which are continuing broadly 
into 1944. From the gross revenue of 
more than $5,600,000,000, no less than 
$499, 355,000—close to a half billion dol- 
lars—was paid out in taxes. Obviously. 
most of this money was turned back 
into Government coffers, whence it 
came, and helped pay for the industry's 
own products along with a myriad of 
other war implements. 

Taxes came out of earnings before 
stockholders were even thought of by 
after 


the various managements; and 


taxes such reserves as the companies 











were able to set aside were deducted. 
While 


costs, on the basis of general relation- 


the tabulation does not show 
ships between gross and wages, costs of 
materials, ete., it may be calculated that 
upwards of 70 per cent was paid out 
for these items, so that only $124,864,000 


remained as net income. 
Breakdown of Figures 
At this point, the statistics break 
down into even more resounding fig- 
ures although not for the stock 


holder. For every $1 of net income, 
$39.90 were taken by the tax collector. 
In case of one company, $120.26 went 
for taxes for every $1 of net; another 
saw $75.69 go for taxes against each $1 
of net income, and so on. 

In terms of shares of common stocix, 
one company’s taxes were equivalent to 
$83.22 a share; another’s were $60.56 a 
share. The average of taxes in terms of 


Imerican Air Lines (above) and 


Phe 


tos from 
der 


Il pcene 
LCs, 





the 17 companies’ outstanding stock 
was $21.42 a share, or $7 per share more 
than the report on 22 “mixed” com- 
panies showed in the June number of 
Tue Excuance. 


From the $124,864,000 net income 


after taxes, the 17 companies distributed 


/ 


$28,680,000 in dividends on their com- 
mon stocks. This amounted to an av- 
erage of $1.23 a share. The net income 
per common share was $5.36, so that 
stockholders received 23 per cent of 
the net-per-share, indicating that the 
companies held on rather tughtly to 
their profits in order to add to work- 
ing capital, This was the average result. 
Of the entire group, 2 corporations paid 
no dividends at all during 1943. Excep- 
tions above and below the average are 
to be noted in case of several concerns. 


North 


more than 50 per cent of its profits after 


American Aviation disbursed 
taxes; at the same time, Consolidated 
Vultee retained all except $2,078,000 of 
its $26,067,000 net income. 

Beech Aircraft paid out in cash divi- 
dends less than 10 per cent of its net 
Bell Aircratt 


more than 10 per cent. 


and distributed a shade 
Lockheed re- 


tained in the business all but $2,151,000 


of its $15,566,000 profit. United Air 
craft distributed a litthe more than 50 
per cent and United Air Lines dis- 


bursed about 18 per cent. The broad 


observation is permitted by the statis- 


tics that the aircraft: industry, as a 


whole, acted to build up cash holdings 
from the 1943 operations, a hardly sur- 
prising development in view of the 
done and known 


enormous business 






















uncertainties attached to a lessening of 
war demands, whenever it shall come 
about. 

Some of these questions and respon- 
sibilities of the industry were consid- 
ered recently at a meeting in Los 
Angeles of the governors of the Aero- 


nautical Chamber of 


Commerce ot 
America. This body represents the 
companies responsible for the bulk of 
America’s aeronautic output. 

Accounts of the meeting described it 
as a “milestone in the history of avia- 
tion” and asserted that the industry had 
“written its Magna Charta.” 

“Here we have significant action,” 
wrote Aviation, aeronautical magazine. 
“A group of individual heads of highty 
competitive companies took time out to 
analyze the imapact of their business on 
the public interest and to indicate, out 
of their experience, the means of con- 
verting one of the most destructive ve- 
hicles of all time 


into an argosy of 


peaceful commerce. It is a plan for 
beating swords into ploughshares which 
reveals the coming of age of aviation. 


... None know better than the lead- 


ers of aviation what dynamic power 
lies in the technology of change. No 
industry has such an incomparable rec- 
ord in the control of this technology. 
No industrialists better understand the 
responsibility involved. And this is evi- 
dent: to prevent the airplane, which 
America created, from becoming a 
Frankenstein contrivance, America must 


harness it to commerce.” 
Seeking a Pre-View 
of Business Tides ? 


(continued from page 7) 


general business advance, a rapid re- 
The 


marked by exceedingly dull trading on 


treat occurred. year 1934 Was 


the securities markets and a_ notable 
hesitation among business men. The 
New Deal was still too new to be un- 
derstood by old-fashioned industrialists; 
also such innovations as the Securities 
Acts, the first in 1933, caused perplexity 
among traders and investors. 

The persistent price improvement of 
1935, occurring amid no especial activity 


and in an atmosphere containing many 


political alarms, has never received 
much attention on the part of market 
publicists. Yet as the table shows, quiet 
buying went on, finding comparatively 
few stocks pressed for sale; and that 
year laid the ground work for the sec 
ondary, post-depression discounting of 
constructive business —anticipations. 
Again in 1936 and the fore part of 1937, 
seekers for capital gains strode on ahead 
of business actualities, and the correc- 
tive process went to long lengths. Then 
1938, and a more sober, studious atti 
tude toward equities, with moderate 
dealing for several years and only oc- 
casional flare-ups and sharp reactions, 
as after the outbreak of war in Septem- 
ber, 1939. 

Will the sober, more studious public 
attitude toward common stocks as in- 
struments of investment or vehicles in 
the quest for capital gains hold into the 
peace ? 

Inasmuch as emotional elements have 
an important bearing on business in 
securities, and are likely to play upon 
sentiment in many ways, the answer 


Waits upon events after the war is won. 


Assets, Income and Total Tax Payments in 1943 of 17 Aviation Comp ani 














Company 


Corporate Outstanding from 
Fiscal Year — Shares — All Sources 

en, (MN MMI Ss ae tal Shel et ara Sie RUBIES Ae ae $ 33,476,517 574,848 31,593,595 
Metis: Tame “CUMGY «6.6 ni5 boas eens ieee ce iceneeaes 42,030,717 5.793.513 74,506,353 
8 ery eee ee ee eee ee ee ee 58,781,949 400,000 97,630,118 
etn A NIN oa a. ob: aio: wens o 8 ww sim biw wid gis wiarw ei ciaa 98,070,364 394,240 232,424,841 
ee Pee eee ee ee ee ee ee oe 111,747,406 1,082,454 | 493,376,202 
es ee, eee eee er arora 8.540.902 1.000.000 5.143.166 
Consolidated Vultee Aiveraft Corp... .. sc ccc cc cccnccans 393.530.708 1.385.945 797.395.804 
ee ee ee 187,573,266 600,000 988,079,232 
RD CE RO NN gn: laa a alum e 908 SiS. 810 bie wa ma Rees 22.176.745 590.194 15.973.708 
Grumman Aircraft Engineering Corp..................--206- 117.002.805 508.060 278.867.120 
een ROONEN CINE. 6 65.606. 5608 5 ek esi ge eee aeoiains 265.460.468 1.075.889 | 669.064.2533 
ae ee a ee ae a 278.779.097 1.115.214 633.588.808 
a ee ee ee ee ee ae 233.823.773 3.435.033 511.096.231 
SN II 0 cas ks wh pss aeesl mg 47S TCS Me ON 7.828.935 234.920 4.772.062 
Transcontinental & Western Air, Inc.................-2-02000- 24.916.410 965.173 19.668.680 
Se CNN ck aos.ctecanda cura ene oc bese ealee 232.797.500 2.656.701 | 736.637.3531 
I SY IN ita. on: or oe ce aineuh se aaa SGI SL RESO 31,050,232 1,500,451 | 41,885,149 

Tas 2 be Se Sulas setts sha cg apse airs iret al Sica eel al tae doe $ 2,147,587,794 23.312.635 | $5.631,702.853 


Total Assets 
at End of 


Common or 


Capital Stock 


Gross Income 





(1) Inmeludes unknown amount set aside for a re-negotiation refund to the United 


States Government, 


Half-Year Dividends Gained 7.7 Per Cent 
Although 43 Issues Lowered Payments 


IVIDENDS paid by corporations 

with common stocks listed on the 
New York Stock Exchange during the 
six months ended June 30 indicated 
that, while the roster of equities was 
more productive for stockholders as a 
whole than in the same 1943 period, 
considerable “erosion” was at work in 
areas outside the concerns whose busi- 
ness has been stimulated by the indus- 
trial war effort. 

The total of dividends increased 7.7 
per cent, in the face of the fact that 
payments were reduced on 43 listed 
issues, and either deferred or eliminated 
on 20 others. Examination of the table 
accompanying this article shows the in- 
dividual groups scoring — substantial 
gains; also those which fell behind. 

In both these categories, results were 
indicated by daily news and the obser- 
securities 


vations of commentators, 


sometimes far in advance of the publi- 


cation of dividend announcements. 
Thus, it can hardly be surprising to 
those who were aware of crowded mov- 
ing picture houses that the number of 
listed companies paying dividends was 
increased from g to 10, while the amuse- 
ment group's aggregate distributions 
expanded 24.2 per cent. The automo- 
tive section, including corporations in- 
tensively interested in war production, 
saw 5 more companies than in the first 
half of last year pay dividends on com- 
mon stocks, with a composite rise of 
34.1 per cent in payments. 
Hard Change-over 

This group, it will be recalled, experi- 
enced a difficult and expensive change- 
over from peace to war after Pearl Har- 
bor. Nearly 2 years were required to 
see some of them rolling along at full 
speed, with financial requirements in a 


comfortable position; but once their 


omp anies Listed on the New York Stock Exchange 





facilities were functioning fully, mar- 
gins of gross profit for dividends and 
reserves, after heavy taxes, were sufh- 
cient to enlarge the volume of stock- 
holders’ return. 

The chemical industry, too, needed 
time to get into full swing when war 
orders became paramount and certain 
profitable peace goods had to take a 
back seat. In 1942 and much of 1943, 
the chemical roster lagged a bit; but in 
the opening half of this year all except 
5 of the 67 listed equities paid dividends 
and the six months’ increase was 9.6 per 
cent. Less than half of the listed avia- 
tion issues made payments; still the g 
that paid showed a gain in number and 
a 7.8 per cent rise of total payments re- 
vealed a larger income for some aero- 
plane company stockowners than in 
1943. 

In respect to the volume of business 
done by aeroplane makers and air line 
operators, the $10,933,000 dividends was 
moderate. On page 8 of this issue light 


is thrown on the conservative attitude 





| Vennt Cont | caput segues Tames por of plane producers and the transporta- 
ome Dividends | Taxes to Taxes to Share of tas; a‘ 

All Tax | a Paid on Gross Net Common tion units toward dividends in 1943, a 
oe re | eenvndiemases assent eee ee = situation presumably holding over into 
595 $ 4,271,384 | $ 4,942,969 $ 862,272 13.5% 86.4% $ 7.43 PES 
353 9,740,681 | 3.519.437 1,158,702 13.1 276.8 1.68 : : 
118 11,898,792 4.035.965 400,000 12.2 294.8 29.75 The electrical equipment category of 
841 13,744,175 3.062.414 358,300 5.9 _ 34.86 companies held about even with the 
202 33,931,953 | - 2,164,908 6.9 756. 31.35 i ee a a i eri Aan 
166 706.051 | bay 150.000 13.7 73.7 071 first half of 1943 all along the onan a 
; 804 79.949.394 | 26.067.941 | 2.078.201 10.0 306.7 57.69 same number of issues received divi- 
),232 49,938,640 | 12,902,257 3,000,000 5.1 387.1 83.23 dends, none reduced payments, and 
3.708 4,024,028 | 1,426,859 None 25.2 282.0 6.82 while 5 made increases, the aggregate 
7.120 22,241,804 | 6,518,525 | 762.090 8.0 341.2 43.78 sir A cea ee ae ar 
1.253 62,183,099 | 15,566,339 2,151,779 9.3 399.5 57.80 creas _ y 13 E ; 

5.808 67,539,570 | 12,437,583 3,321,038 | 10.7 543.0 60.56 petroleum group disclosed the product 
9,231 80.316,468(")| 6.678.472 3,435,033 | 15.7 1,202.6 23.38 of an enormous demand for oil prod- 
062 840,374 | 614,301 117,460 17.6 136.8 3.58 woke: <.. d-etee aly ellen Cea 
3.680 1.866.934 2,050,891 None 9.5 91.0 1.93 ; é 

7.531 51,779,283 15,396,114 | 7,970,103 7.0 336.3 19.49 its chart line the addition of one active 
>, 149 4.382.827 | 4,203,276 750,226 10.5 104.3 2.92 war front after another, together with 
853 $499.355,457 | $124,864.215 | $28,680,112 8.9% 399.9% $21.42 the persistent advance of bombing at- 





tacks by huge fleets of aircraft. 











Nearly half of the 28 oil issues made 
larger disbursements to shareholders 
than in 1943, and all of the companies 
that made payments in 1943 paid this 
year also. The increase of 15.2 per cent 
for the oil group carried the total of 
payments through the $100,000,000_ fig- 
ure, a comparably favorable showing 
with any peace year. 

A conservative use of earnings in the 
dividend field was shown by the rail- 
roads. In this department, however, 
taxes and wages cut a wider swath than 
in 1943, and the number of dividend 
paying rail issues was increased only 
from 45 to 46. Seven increased their 
payments and 3 made reductions. The 
group increase of 5.1 per cent in divi- 
dends supplied its own commentary on 
the careful rail 


handling of profits 


which marked a_ half-year of heavy 


business. 


Rubber companies were among those 





analysis had advanced favorable infor- 
mation. The 39.7 per cent gain in divi- 
dent payments for the group was aided 
by returns to stockholders by all 7 listed 
issues, of which 3 increased their distri- 
butions over the 1943 record. 

In case of the steel, iron and coke 
roster a spotty situation is indicated by 
the tabled results. Nine issues of stock 
made smaller returns than in 1943 and 
only 3 of the 28 to pay dividends ad- 
1943. 
costs coincident with rather rigid. sell- 


vanced their rates over Rising 
ing prices for their goods presumably 
affected some of the companies ad- 
versely. Suil, the group distributed only 
1.9 per cent less than in the correspond- 
ing 1943 interval, and numerous issues 
provided a comfortable yield on in- 
vested money. 

Four of the 16 building construction 
stocks reduced their dividends, while 1 


made an increase. This reflected condi- 


construction slowed down, has _ been 


somewhat in the doldrums. Neverthe 
less, the same number of issues as in 
1943 received dividends, and the decline 
of payments was held under 10 per 
cent. Financial companies, including 
concerns which finance retail purchases 
of merchandise, felt the restrictions of 
war times and 7 common stock issues 


Three 


than last year made payments. 


reduced their dividends. less 


Food Did Better 


In the food company category stock- 
holders were favored. Holders of 43 


common stock issues, the same as in 


1943, received dividend income, and on 


14 issues there were larger payments. 


The 10.8 per cent gain in aggregate dis- 


tributions carried stockholder 


for the six months through the $50,000,- 


000 mark, a sizeable return for 














any 
about which preliminary news and tions in an industry which, since war _ year. 
DIVIDEND PAYMENTS ON COMMON STOCKS LISTED ON THE NEW YORK STOCK EXCHANGE 
—First 6 Months 1944— 
Estimated 

No. of Number Number Number Number Aggregate Amount of 

Issues Paying Dividends Paying Paying Paying Dividend Payments: Per 

Listed in First 6 Months: Increased Same Reduced Ist 6 Months Ist 6 Months Cent 

Industry (6-30-44) 1943 19414 Dividends Dividends Dividends 1943 1944 Change 
Amusement ....... I 9 10 7 3 0 $ 6.953.000 S$ 8.633.000 +24.2% 
Automobile . 2. . . . . 62 44 19 13 34 3 74.413,000 99.777.000 1 34.1 
Aviation .... a 21 8 9 3 6 l 10.184.000 10,983.000 L. 7s 
a a re 16 16 l 11 t 7.981.000 7.189.000 ania, 
Business & Office Equipment 10 9 9 2 6 l 8.232.000 8.982.000 9.1 
eee ee eee 67 60 62 10 51 l 96.165.000 105,410.000 9.6 
Electrical Equipment... 18 16 16 5 11 0 30.565.000 30.966.000 1.3 
Farm Machinery .... . 6 3 3 l 2 0 6,629,000 6.798.000 2.5 
Financial . 2. 2. 1 we 29 22 19 1 14 7 25.804,000 22.137.000 —14.2 
Food 56 13 43 14 28 2 18.878,000 54.159.000 110.8 
Garment 3 1 3 0 3 l 1.032.000 942.000 — 8.7 
Leather oe ae 12 8 8 0 8 0 5.656.000 5.656.000 0 
Machinery & Metal 81 65 72 16 51 5 31,597.000 34,044,000 77 
eae 35 19 20 3 12 6 36.092.000 36.209,000 0.3 
Paper & Publishing 28 22 23 5 18 0 5.582.000 6.305.000 113.0 
Petroleum . Be a HS 37 28 28 12 16 l 91,550,000 105.485.000 145.2 
SS ee ee ee ee 77 15 16 7 39 3 88,349,000 92,896,000 1 §,] 
Retail Merchandising . . . 64 2 53 12 39 4 51,613,000 52.773.000 2.2 
Rubber a ee a et ee 7 7 7 3 i 0 5.369.000 7.500.000 1.39.7 
Shipbuilding & Operating . . 10 8 8 l 7 0 4.284.000 4.484000 4.7 
Steel. Iron & Coke . . . . 37 29 28 3 19 9 44,897.000 44,054,000 — 1.9 
Textile tor a a en 24 16 15 2 1] 4 8.111.000 6.514,000 —19.7 
Tobacco a ee a oe 19 16 17 2 15 0 26,622,000 27.168.000 a 
All Public Utilities . 2... 51 33 36 6 27 3 151.646.000 152.627.000 + 0.6 
U. S. Cos. Operating Abroad 24 10 1] 2 6 3 15,448,000 15.599,000 + 1.0 
Foreign Companies . . . . 14 12 12 3 7 3 25,891.000 30.310.000 +17.1 
Other Companies . . . . . 18 7 9 5 2 2 2.631.000 4,470,000 +69.9 
Total 851 611 632 139 450 *63 $912.174.000 — $982.070,000 7.7% 

‘Payments were reduced on 43 issues and eliminated or deferred on 20 issues. 
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N April 1, 1944, the National Linen 
Service Corporation observed its 

25th business birthday. In a quarter of a 
century this business has grown from a 
10-by-12-foot kitchen in the rear of an 
old shack in Atlanta, Georgia, to an or- 
ganization which now covers the south- 


ern part of the United States from coast 


to coast. Launched with $1,700 capitai, 


it has grown into a company which in 
1943 paid almost $2,000,000 in taxes and 
licenses. Starting out with a horse and 
wagon, it has grown to such proportions 
that during 1943 its 656 trucks covered a 
distance of over 7,000,000 miles. 

The company is engaged in supplying 
towels, linens and uniforms to restau- 
rants, barber shops, beauty parlors, doc 
tors, nurses, factories, hotels and a whole 
range of American businesses, serving 
IN 1943 Over 200,000 customers and laun 
dering 630,966,648 pieces of linen. 

For the fiscal year ended August 31, 


1943, the company reported net income 





















































of $2,021,904 before income taxes, and a 


final profit of $867,679. 

Composed of 35 plants from Virginia 
to California, the concern operates on a 
basis of employee relations, the keystone 
of which has been the promotion of men 
from the ranks to higher positions. More 
than half of its plant managers, for ex- 
ample, started as delivery men and 
worked their way up to their present 
connections. Group insurance covers 
every eligible employe. 

National Linen’s Pension Trust now 
amounts to well over $5,000,000 and pro 
vides over Soo key men and women with 
the satisfaction of knowing that when 
old age is reached, the remaining years 
of their life will bring them regular 
life income for past services. 

Forward Progress 

Tracing the history of the company 
and its expansion, these facts are noted: 
The company first started business April 
1, 1919. In 1g20 expansion began. Plants 
were opened in Birmingham, Savannah 
and Chattanooga, followed by others «it 
Winston Salem, Miami, New Orleans, 
Mobile, Jacksonville and Knoxville. 


By 1928 these 10 plants became the 








A Southern plant (above) and 
battery of laundry machines. 





New Listing 
THE HECHT COMPANY 


740,376 Shares 
Common Stock, Par $15 
Ticker Symbol: HCH 

ERVING large communities in or 

near the nation’s Capital, as well as 

in New York City, the company oper- 

ates 8 retail stores, including branches. 

Combined sales volume in the fiscal 

year ended January 31, 1944, amounted 
to upwards of $40,000,000, 

The business was launched in 1874 as 

a family enterprise and remains under 

the management of the same family 


and associates who joined the staff as 


additional outlets for clothing, home 
furnishings, electrical appliances and a 
variety of similar merchandise were 


added. 

The New York establishment, under 
the name of Hecht Bros., was opened 
in igo. The other stores are located in 
and Easton, 
Md. In 1890 Moses S. Hecht originated 


the deferred payment plan as applied to 


Washington, Baltimore 


retailing. 
The 


founded in a 


Hecht 


neighborhood 


original store was 


trading 




















A Washington, D. C., property. 


area of Baltimore. This store is now 
known as Hecht’s Broadway Furniture 
Store and its operation is controlled by 


Hecht 


in another section of Baltimore City. 


Bros. which was founded later 


In 1879, after the business was five 
years old, Hecht’s Reliable Store was 
established across the street from the 
original property, This store specializes 
in wearing apparel and some house- 
hold goods. 

Six years later in 1885 Hecht Bros. 
was established. This store conducts the 
largest business of its kind in the state 
of Maryland with the emphasis on fur- 
niture, homefurnishings, and major ap- 
pliances . . . plus a considerable volume 
of wearing apparel, at the Baltimore 
and Street and at its 


Pine location 


Howard and Franklin Street branch. 
A store in Easton, on Maryland’s East- 
ern Shore, is also controlled by Hecht 
Bros. 

Eleven years later, in 1896, the com- 
pany established the store in Washing- 
ton known as the Hecht Co. 

The company’s balance sheet at the 
close of the last fiscal year showed cur- 
rent assets of $15,968,000, including a 


$1,542,000 inventory, against $3,005,200 











current liabilities. Depreciated fixed 
assets Were carried at $7,194,000 and to- 
tal assets were appraised at $23,911,000. 

For the last five fiscal years earnings 


as follows, were reported by the or- 


ganizauon: 

Profit After 

Sales Taxes 

1940 $25,463,000 $1,811,000 
1941 29,004,000 2,063,000 
1942 34,387,000 2,047,000 
1943 38,763,000 1,679,000 
1944 40,545,000 1,708,000 


Directors recently declared an initial 
quarterly dividend of 30 cents a share 
on the common stock, payable July 31, 


1944. 


New Listing 
Nat. Linen Supply Corporation 
(continued from page 13) 


Southern Linen Service Corporation. 
Later, in 1928 the name of the company 
was changed to its present name. And 
from 1928 through the beginning of 
the war, plants were added in Char- 
lotte, Palm Beach, Pensacola, Tampa, 
Macon, Richmond, Orlando, Raleigh, 
Charleston, Greenville, Norfolk, Nash- 
ville, Roanoke, Asheville, Louisville, 
etc. 

In 1939 an afhliate organization, the 
Linen Service Corporation, of Texas, 
was formed with plants at Dallas, Fort 
Worth and Houston. Later in the year, 
the Texas Linen organization purchased 
two plants at Los Angeles, California. 

During this period of wide-spread de- 
velopment, National Linen established 
its “service of supply’—a group of 
feeder plants, as for example, the Em- 
pire Manufacturing Company. This 
plant was formed in 1929 to manufac- 
ture linen supplies for the various ser- 
vice plants. It employs several hundred 
people regularly, and during 1943 ab- 
sorbed 10,000,000 yards of cotton goods. 
Another unit is the Alsco Manufactur- 
ing Company, which builds all the spe- 


cial truck bodies for company use. 
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W ho Buys? Who Sells? 
on Stock Exchange 
(continued from page 4) 


were smaller. In recent years some of 
the larger stockholder lists have sus- 
tained as little as a 1 per cent disturb- 
ance, and many have sustained as little 
as 10 per cent disturbance. Before 1934, 
the entire capitalization of many big 
companies was turned over in the mar- 
ket several times a year. 

One of the most interesting current 
financial phenomona is the growing de- 
mand for stocks. It stems in part from 
the absorption of the supply by more 
permanent holders such as individual 
buyers with investment motives, invest- 
ment trusts, institutions, business men 
and investors who fear inflation and 
who think (rightly or wrongly) that 
stocks are an inflation hedge, and from. 
I surmise, a new generation of specu- 
lators. 


Some Big Gains 


The advances which have been sus- 
tained in many low priced stocks since 
Pearl Harbor have been nothing short 
of sensational in extent; they have 
given a new generation (which has 
come to maturity since 1929) incentive 
to buy for appreciation. For the first 
time in some years, it has paid during 
the last 30 months to speculate; the 
public lately has been discovering this. 
The market, which for so many years 
got nothing but bad advertising, has 
been benefiting from good advertising. 
Once more, from the standpoint of the 
trader, the market has become a profit- 
able servant. 

People have been attracted from 
bonds to stocks, too, because there are 
better yields in the stock market. The 
spread between stock yields and bond 
yields, although smaller than formerly, 
sull is very wide. The tradition that 


money ought to earn 4 per cent to 6 


HOW MANY STOCKHOLDERS? 
American Telephone 651,711 
General Motors 423,780 
General Electric 230,910 


Radio Corp. 228,502 
Pennsylvania R.R. 211,116 
U. S. Steel common 165,013 
Transamerica Corp. 159,416 


Standard Oil of N. J. 
Anaconda Copper 


147,300 
116,400 


Packard 114,256 
Standard Brands 111,831 
Standard Oil of Ind. 96,445 
Kennecott 88,805 
Standard Oil of Calif. 76,797 
Woolworth 73538 
Bethlehem Steel 73,485 
U. S. Steel ptd. 73,316 
General Foods 68,210 
Chrysler 54,439 





per cent from interest or dividend in- 
come has not died as rapidly as the 
return on bonds has declined. With 
living costs going up, even more con- 
servative investors, dependent on divi- 
dends and interest for living expenses, 
find themselves forced more and more 
into stocks. As our larger and older 
corporations constantly become institu- 
tions rather than enterprises or mere 
ventures, and as they become more 
widely held, the investment qualities 
in their shares fortunately are aug- 
mented. Stocks as a class, perhaps, are 
less speculative than they were 30 or 
40 years ago—certainly less speculative 
than in the 1920’s when they were so 
much more popular. 


Prospect Scanned 


It would seem that the demand for 
shares, allowing for those passing inter- 
ruptions which the transition from war 
to peace may involve and recognizing 
that investor psychology will continue 
to make its incidence irregular as to 
timing, is rather well assured over the 
next few years. The thing market ana- 
lysts and investors ought to watch most 
is the supply of equities. Will stocks be 
supplied, either from estates or in the 
form of new issues, to satisfy the de 


mand? On the supply of new: issues 


seems to depend the level of market 
prices. Recently there has been some 
modest improvement in supply, but it 
is still only a trickle—especially against 
the rising demand. 

This is another way of asking 
whether the courage, vision and aggres- 
siveness of corporation management 
will match the courage of investors. In 
the past, what investors have thought 
usually has found reflection in cor- 
porate councils, and new enterprises 
and ventures have been stimulated by 
vigorous equity markets. 

It will be good for the growth of the 
country, good for the cause of full em- 
ployment, good for free enterprise, and 
good for the stock market itself, if 
stocks are supplied to satisfy the de- 
mand. A runaway market in stocks 


would do far more harm than good. 


Matter of Choice 


In a Broad List 


(continued from page 6) 


surrounding equities with the longest 
sustained dividend vitality . . . 40 to 
70 years mention might be made 
of income yields, based on 1943 and 
current prices. Mr. Baty may have had 
stocks of these classes in mind when he 
visualized sales of low-yield stocks by 
sophisticated holders for the purpose 
of making commitments in venture- 
some undertakings with the exception 
of a more substantial return on venture 
capital. 

But scrutiny of individual stocks  re- 
veals that dividend durability is not. of 
itself, reflected pointedly in low yields 
because the shares are high priced. 
Yields, governed by prices and dividend 
rates, are presently comparatively high 
in case of some old dividend payers and 
low as respects others of shorter history. 

The matter of yields on money desig 
nated by Mr. Baty as investment ven 
ture capital would depend upon the 


selection. 





Letters to the editor, in whole or in part, are presented here as a contribution to current 


discussion of investment, economic and general financial subjects of public interest. 


LOS ANGELES, CAL. 

. . It seems to the writer that a proper 
analysis of market conditions and securi- 
ties, at any given time, requires an ap 
praisal of fundamental conditions, tech- 
nical developments, and psychological con- 
siderations. To his limited knowledge 
after 15 years in the securities business, he 
has never read or heard of such a broadly 
conceived program of market study. Un- 
fortunately, most institutions and invest- 
ment counsellors view nothing but funda 
mentals at the expense of all other factors. 
Many board room traders are chartists or 
tape readers. Rarely do we read about the 
influence of psychological conditions on 
the price level, yet we know that tear gen 
erally causes prices to go to extremes on 
the down side, while over-enthusiasm ex 
erts a like effect in major bull markets. It 
seems that an over-all knowledge of all 
three of these factors and an ability to ap 
praise their relative importance is essential 


to continued success marketwise. 


BROOKLYN, N. Y. 

In approximately 12 months, the Dow, 
Jones & Co. industrial stock average has 
risen from around 135 to above 150. Fit 
teen “points” change would not in the old 
days, have represented very much of a 
constructive swing over so long a period. 
Short-swing speculators — would have 
sniffed at it in the buoyant 1920's; in the 
other World War the big plungers, and 
more ot them than a few, 


there were 


would have been unimpressed. It seems 


16 


to me, however, that the price improve- 
ment represented by the average shows 
not only that traders are more conserva- 
tive—the rise seems to please most traders 
I talk to—but that fewer artificial influ- 
ences are disclosed by the ticker than in 
the atoresaid old days. A buyer means the 
presence of a seller, too, and there have 
been plenty of sellers this month (July) as 
witness the million-share days. 


Cc. On. &. 


SANDUSKY, OHIO 

I'll pose this one for you, since the mag- 
azine seems to stand in the ranks of those 
financial publications which still insist 
that the stock market “discounts” coming 
events: is it now discounting the election 
in November—a discountable event any 
way you look at it—and which side does 
it say it going to win the Presidential con 
test? 

U.S. 

Epiror’s Note: The writer intended to 
shake our aplomb, so to speak, at the same time 
putting us on a spot. We are not to be beguiled 
into a reply, except to note that political crystal- 
gazing is quite remote from our more practical 
activities 


PITTSBURGH, PA. 
The June issue article on 22 corpora 
tions certainly came near to paralleling in 
a financial sense the famous observation 

. was it by President Monroe in regard 
to the Barbary sea-marauders in 1804? 
“Millions for defense but not one cent for 
tribute!” More than $14 per share of the 


corporations earnings for taxes to every 


$3.27 


list contained a number of corporations 


disbursed as dividends! Still, as the 


Whose stocks are, in my opinion, well 
worth buying and holding, the average 
dividend didn’t look too poorly, and the 
tax money went chiefly toward the great 
task of winning the war. Thanks for com- 
piling such information. 


H. M. R., Jr. 
ST. LOUIS, MO. 


The mixed list of 


terring to the 22 covered by your report 


corporations, _re- 


in this month’s issue, contained a lot ot 
compact information for people who do 
not have the time to follow earnings, tax 
payments, etc. in the That 
was a good idea. Do the same thing again 


newspa pers. 


and often, and you might carry on with 
the airplane companies. Only one, Doug- 
las, was represented in the June recording. 
PE. 5. 

EpiIror’s NOTE: We were one step ahead of 
Mr. F. T. in thinking about the aircraft com- 
panies which, generally speaking, are earning 
largely in these war times, and also paying gross 
earnings out largely in taxes. Page 8 carries an 
aircraft article which was in preparation when 
Mr. F. T. wrote his letter. 


NEW YORK CITY 

Although the phrase “trading for capital 
gains” instead of trading for profits sounds 
rather highfalutin’ to an old timer, it 
seems to interpret the speculative mood of 
these times. Profit-taking in an older ver- 
nacular suggested something seized in a 
hurry. Capital gains, by its sonorous roll, 
indicates thought and careful action, more 
foresighted action than “taking profits” 
pictures in the mind. $.G.C. 





Monthly Statistics 
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MONTH END DATA 

‘ Sheaves Tamed 2 wk ke et Uh em 1,493 1,493 1,494 1,469 
a Share Issues Listed . . . «§ «© «= » « » QNod) 1,242 1,243 1,241 1,231 
est. Par Value of Bonds Listed . . . . . . (Mil. $) 95,729 93,272 95,013 80.999 
Bond Issues Listed . . . « « « « » » QNo) 1,057 1,065 1,074 1,124 
Total Stock and/or Bond Issues. . . . . (No.) 1,185 1,189 1,192 1,194 
the ‘4 Market Value of Listed Shares . . . . . (Mil. $) 53,068 50,964 48,671 48,877 
ons : Market Value of Listed Bonds . . . . . (Mil. $) 96,235 93,849 95,305 80,704 
ae | Market Value of All Listed Securities. . . (Mil. $) 149,303 144,813 143,976 129,581 
ce : Flat Average Price—All Share Issues . . . ($) 48.80 47.41 45.76 45.21 
ne 4 Shares: Market Value — Shares Listed . . (S) 35.55 34.14 32.59 33.97 
mee Bonds: Market Value Par Value. . . . (S$) 100.53 100.62 100.31 99.64 
_ Stock Price Index (12/31/24—100). . . (%) 70.2p 67.4 64.3 66.3 
—_ Shares in Short Interest* . . . . . . . (Thou) 1,288 1,181 1,091 880 
Member Borrowings on U. S. Gov't Issues . (Mil. $) 346 228 150 
.. Member Borrowings on Other Collateral . (Mil. $) 518 ? 468 458 
Per cent of Market Value of Listed Sharest (%) 0.98 0.96 0.94 
Member Borrowings—Total . . . . . . (Mil. $) 864 696 608 
Ree N. Y. S. E. Members’ Branch Offices . . . (No.) 790 786 757 
ort Total Non-Member Correspondent Offices . (No.) 2,313 2,310 2,341 

bs : DATA FOR FULL MONTH 
tax Reported Share Volume s = = « » ies 37,713 17,228 13,847 23,416 
hat Daily Average (Incl. Saturdays). . . . (Thou.) 1,450 663 577 901 
: Daily Average (Excl. Saturdays) . . . (Thou.) 1,590 723 653 973 
at Ratio to Listed Shares . . . . . . . (%) 2.53 1.15 0.93 1.59 
vith Total Share Volume (Incl. Odd Lots)* . . (Thou.) 45,837 21,247 18.440 32,704 
mg- Money Value of Total Share Sales* . . . (Thou.$ 997,787 577,719 471.141 715,329 
ing. Reported Bond Volume (Par Valus) . . . (Thou.$ 243,784 213,749 191,157 236,099 
B Daily Average (Incl. Saturdays). . . . (Thou. 9.376 8,221 7,965 9,081 
d of : Daily Average (Excl. Saturdays) . . . (Thou. 10,259 9,033 8,936 9.956 
om- Ratio to Par Value of Listed Bonds. . . (%) 258 27 201 291 
rt ? : Total Bond Value (Par Value)* . . . . (Thou. 267,881 218,886 206,364 262,596 
po : Money Value of Total Bond Sales* . . . (Thou. 169,220 | 153,442 133,606 147,981 
vhen , s N.Y.S.E. Memberships Transferred . . . . (No.) 7 1 5 4 
; Average Price. 5 0. 1 ss ts te GS 55,667 nominal 50,667 42,666 
vital * Items are as of ledgers which normally reflect transactions up to the close of the second full preceding business day. 
nds * Ratios of member borrowings on other collateral to market value of listed shares. This ratio figure is not compar- 
it able to the ratios published prior to May 1943. To obtain ratios comparable to those previously published, the total 


7} of member borrowings should be divided by the market value of all listed shares. 
m P—preliminary. 
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